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Abstract:

This multiple-case study focuses on the practicesfanctions of customer reference marketing, amdhe
ways through which customer references can be geglas marketing assets. The research is based on
multiple-case-study methodology and the empirigadihgs were derived from an in-depth analysis &f 3
semi-structured personal interviews with manager®ur case companies operating in the fields otess
and information technology. The findings show timatustrial suppliers are able to leverage theitamsr
references as marketing assets externally throagbus practices in order to (1) gain status-tramsffects
from reputable customers, (2) signal passing asefeprocess and achieving an enhanced marketiguosi
(3) concretize and demonstrate complex solutiond, @) provide indirect evidence of their experignc
previous performance, technological functionalipd delivered customer value. Customer referenaes ¢
also be leveraged internally to (1) facilitate arigational learning, (2) advance offering developmé3)
motivate personnel through internally shared swecataries, and (4) develop understanding of custome
needs, internal competencies, and delivered custeahge. By identifying the practices and functioakted

to customer reference marketing the paper deepaterstanding of this highly relevant but relativalyder-
researched industrial marketing phenomenon andibates to the literature on customer-based margeti
assets.

1. Introduction

The philosophy of harnessing loyal customers as$ plthe sales and marketing team has increasingly
become a driver of many industrial firms’ marketeugd sales efforts. Due to the perceived high fasked

by potential buyers, companies selling complextsmhs to industrial buyers and governmental ingtins
need to increase their credibility through customeferences (e.g., Windahl et al., 2004; Salmined a
Moller, 2006; Veres, 2009). Customer referencestamg played an important role in the area of @ssc
technology in the form of reference visits to @rigtcustomers’ sites and reference lists accompagntyie
offer. Nowadays the practices related to custorefarence marketing are more diverse as many suppli
use the Internet as a communication channel. Industchnology and service providers such as ABB a
Eaton are publishing numerous client case stusidsastomer success stories on their Web sitesedfer,
managers in the information technology and commatitins industry have realized that testimonials and
demonstrations from existing customers can be asembnvincing and cost-effective marketing instrotae
Consequently, customer reference marketing hasniee@n increasingly relevant part of the marketing
strategy among companies operating in businessdivss technologyarge IT firms such as Microsoft,
Dell, IBM, SAP, and Sun Microsystems have coordidatustomer reference programs designed to
encourage their business customers to participaterarious reference activities ranging from being
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interviewed for a customer case or video testimatwshosting a reference visit or talking at anusuly
event. For example, SAP, an enterprise softwareigeq recruits its customers for its referencévits by
offering them visibility and an opportunity to biyhlighted as a ‘Best-Run Business’'.

Concepts such as "customer advocacy marketing'stdmer evidence marketing", "customer testimonial
marketing" and "customer reference marketing" oftarerlap and are used among b-to-b marketing
practitioners to refer to the phenomenon of levieiggxisting customers and the value deliveredhémtin

the company’s marketing activities. Given the ollefacus of industrial marketing research on buyer
behavior and customer orientation, it is surpristhgt customer reference marketing, one of the most
customer-driven phenomena in b-to-b marketing, reasived relatively little academic attention. $&sd
focusing on customer references have been condumgedly in the context of small high-technology
companies, and have emphasized the importancéeoénees in terms of credibility generation andbifisy
(Elfring and Hulsink, 2003; Lechner and Dowling,030 Gomez-arias and Montermoso, 2007). There are
studies on certain practices related to customfareece marketing, such as the use of references on
company Web sites (Jalkala and Salminen, forthcgmand the success factors of a reference visit
(Salminen, 2001)Recognizing the gap in the academic research doroas referenceSalminen and Moller
(2006) conducted an extensive literature reviewedog marketing textbooks and academic publications
and proposed a conceptual framework including teferencing process and thentecedent factors
influencing the need for their us@ur study extends their work through an empiraalysis of the different
practices and related underlying functions of cusioreference marketing.

Although the importance of customer referencesbfoo-b firms has been acknowledged in the research
(Helm, 2000; Salminen and Mdller, 2006; Gomez-adasl Montermoso, 2007; Ojasalo et al., 2008), it
seems that academic knowledge lags behind indpséstice, and we need more understanding about the
various practices and functions related to thid ki marketing. It remains unclear what the undegy
functions of the different practices are, and hampanies are actually leveraging customer refeseease
marketing assets. In order to enhance understqnafinthis increasingly relevant industrial markgtin
phenomenon, we need to empirically examine theetsaiof practices through which companies execute
customer reference marketing, and to explore tfierdint ways in which the references can be le\edaas
marketing assets. We address this gap throughdliewving three research questions: 1) What are the
practices that companies use in customer referemdeting? 2) What are the functions of customer
reference marketing? 3) How can customer referemedsveraged as marketing assets?

We address these questions through a multiplestadg concerning the practices and functions ofocasr
reference marketing, and the ways in which refexencan be leveraged as marketing assets. Our study
advances the emerging theory related to custonf@rerees (Salminen and Mdller, 2006) by sheddigiat li

on the underlying mechanisms of the phenomenalsdt contributes to the resource-based view ofithe
(e.g., Penrose, 1959; Wernerfelt, 1984; Grant, 1,291d particularly to the customer-based viewtaitegy
and firm growth (Zander and Zander, 2005), in teohsaddressing the multifaceted nature of customer
references as marketing assets for companies opgratindustrial markets. The customer-based vidw
strategy and firm growth stresses the high relexawsfcexisting customer relationships and accumdlate
experience to firm performance (Zander and Zan@65). We propose that focusing on customer
references as marketing assets may bring out saedooked factors explaining the role that existing
customer relationships and delivered solutions plahe quest for growth and competitive advaniageng
industrial suppliers. Through the identification different ways in which customer references can be
leveraged as marketing assets the study providesimsghts into customer-based marketing assets (e.
Srivastava et al., 1998; Hooley et al., 1998; Hpealeal., 2005).

The article is structured as followirst, the nature of customer reference marketing aaddle of customer
references as marketing assets are explained icotitext of previous research on customer refeeribe
resource-based view (RBV) and the literature onketarg assetsSecondlythe selected methodology and
the process of data gathering and analysis areildedcThirdly, the empirical findings from the four case
companies are discussed with reference to illugéraxtracts from the dat&inally, conclusions are drawn
and managerial as well as theoretical implicatimmessuggested.
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2. The nature of customer reference marketing

Customer reference marketing could be considerasdd voaly of leveraging and capturing benefits from
customer relationships (Sawhney and Zabin, 2002)dnyg customer relationships and delivered custome
solutions in the company’s marketing efforts. Thactices of customer reference marketing could be
categorized agxternaland internal (Salminen and Mdller, 2006). In the former case ghpplier signals
references to potential buyers and other staketwlde the latter, the supplier uses customer eefsx
internally though various practices, such as irdkesuccess stories and the use of a customer-netere
database to gain internal outcomes, such as sates fraining and better targeting of bidding efor
(Salminen and Mdller, 2006).

Prior research on customer references has idehtifi® different levels, the relationship level ati
delivery level (Salminen, 1999¥irstly, industrial suppliers use therelationship with the reference
customer as a marketing tool through displayingrthme of the customer on the company Web site, for
example. Thus, on the relationship level it is adion of the benefits the supplier gains from gein
associated with the reference customer. Relatipashiith large and prestigious customers may have
particularly high reference value to an industsapplier (Walter et al., 20015econdly throughout the
existence of a customer relationship there may éeeral solutions referring to individual projects o
deliveries that could be used as ‘reference salgtjoreference projects' or 'reference deliverigsie
importance of these value-creation activities mmte of customer reference marketing is evidentfiicial
procurement procedures in which the supplier's pastormance is evaluated through “the list of veork
carried out”, “previous projects” or “delivered tomer solutions”, for example (Salminen, 1999).
Incorporating both of these levels, we define tbhacept of customer reference agustomer relationship
and the related value-creation activities thatrafleverages externally or internally in its mairket efforts.

In analyzing the phenomenon of customer referenaeketing we need to be aware that customers may
contribute to the supplier's market access eitleéively (by giving referrals and providing connects to
other network actors) or passively (through theputation or image of being associated with theplse)
(Helfert and Vith, 1999). For example, a refereliskincluding large and prestigious customers raye a
valuable reference effect, even though the cust®mernot actively promote the supplier. Furthermare
track record of reputable customers in the formetérence lists may provide substantial value tghostatus
transfer. Relationships with prestigious referemostomers are status-enhancing: they can improge th
reputation of the supplier through status-transferchanisms. The effects of having reputable reberen
customers could thus be traced back to social-exggh#heory, according to which actors' reputatiares
constructed in part from the identities of theis@sates (Blau, 1964). According to network thesyis
relationships implicitly transfer status betweea plarties involved (Stuart et al., 1999).

Stuart et al. (1999) describe three possible soogthanisms that may explain the status-transfezegs.
Firstly, relationships have reciprocal influences on thputations of actors. Accordingly, the reference
customer’s reputation may be damaged if the supiglief very low quality. Given this possibilityhe high-
status customer has a strong incentive to avoiddoality exchange partners, and to be exclusivésin
customer selection, which in turn positively affette potential customer’s perception of the qualftthe
supplier.Secondlythe evaluative capabilities of well-known orgati@as are perceived to be strong, and
there is a presumption that prestigious organiratevaluate their suppliers thoroughly. Becausenprent
organizations are viewed as experts in the dugeatite process the fact that one of them has seélecte
particular supplier is a valuable signal to othestomersThirdly, relationships with prominent organizations
signal reliability. These mechanisms may partlylaixpthe advantage that (especially young) comanie
gain from having and leveraging prestigious custsnas references. Recognized exchange partners are
especially important to young companies becausg #ignal the endorsement of a reputable, credible
organization (Podolny, 1993; Stuart et al., 199@) help in terms of overcoming the liability ofwreess
(Stinchcombe, 1965; Lechner and Dowling, 2003)ldvahg Podolny’s (1993) suggestion we propose that
customer reference marketing sends a positivesseatbancing signal when the supplier is associzdethg

a relationship with a reputable customer. Thusefarence list containing high-status customersisen
signal to the market and to other firms that thppdier is a viable partner because it has the wiishe
industry leaders.

Certain forms of customer reference marketing, ascheference calls, site visits, and user meetingslve
personal interaction and word-of-mouth between austs, and can thus be only partially managed.
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Originally stemming from the consumer-marketing teay word-of-mouth behavior has also been stutbed
some extent in the context of industrial marketg.(éNebster, 1970; Martilla, 1971; Money et aP9&;
Money, 2004; Hansen et al., 2008). However, asctneept by definition refers to informal informatio
exchange between individuals (Westbrook, 1987¥ois not provide tools to explain all the aspedts o
supplier-initiated customer reference marketing;aose it does not include the supplier's own imibgeon
the process or the status transfer effects ofamgtreference-customer portfolio described abowmvéver,
word-of-mouth does have an important function ag itonsidered a credible source of communication
(Reichheld and Sasser, 1990), and several pracfaasstomer reference marketing, such as refereisis
(Salminen, 2001), encourage positive word-of-mdaghavior.

3. Customer references as marketing assets

According to the resource-based view (RBV) a comggaresources are the basis for building competitiv
advantage (Penrose, 1959; Wernerfelt, 1984; Gi&%]). Competitive advantage is gained either lwniga
more resources than the competitors and/or utjizirem better (Barney, 1991). From the resourcedas
perspective customer references could be consigenddf the firm’'s customer-based assets (Hootegl.e
1998), which are accumulated through the relatimssthe firm has built with its customers and aftero
regarded as the most important type of marketisgtasHooley et al., 1998). Other customer-basedtsis
include brand names, customer loyalty and currearket position (Hooley et al., 1998). The recogmitof
customer relationships and customer-based assdisyadeterminants of a firm's future success iselyid
discussed in the growing body of literature on ra#irlg resources and assets (e.g., Srivastava, €i98i8;
Hooley et al., 1998; Hooley et al., 1999; Hoolewlet2005; Lacey and Morgan, 2009).

The market value of firms lies increasingly in thetangible assets (Lusch and Harvey, 1994) atahgible
marketing assets, such as brand equity (e.g. Ad897]; Walley et al., 2007) and customer equitg.(e.
Blattberg and Deighton, 1996; Rust et al., 200@yehattracted considerable attention in the liteeat
Despite the growing body of research on intangibkrketing assets, the processes through which firms
obtain, develop, and leverage customer relatiossagpassets to create and maintain competitivensaya
are not well understood (Sirmon et al., 2007). Thughe resource based view there is a need tarumag
attention to the role and importance of customdatimships, and to examine them as a source of
competitive advantage and firm growth (Zander aaddér, 2005). Moreover, further empirical effort to
identify key marketing assets and capabilitiesgac#fic business contexts is needed (Hooley etlaPg).
Given these gaps in knowledge we contend that fiogum the different ways in which customer refeesn
can be leveraged as marketing assets offers arestitey perspective on how the firm's set of deldek
customer solutions and existing customer relatipssitan be leveraged as marketing asset to build
competitive advantage and growth in the contextddstrial markets.

Customer references as assets are closely retatettheér intangible assets in that they help inding the
industrial brand (Blomback and Axelsson, 2007) #imel firm's reputation and credibility (Salminen and
Mdller, 2006). The existing portfolio of customeferences is also a strong indicator of the supplirarket
position. Just as other marketing actions bothteraad leverage market-based assets (Rust et084),2
customer reference marketing may help in developig customer relationships and thus in buildirtgeot
marketing assets such as market position and cestequity.

It has been noted in previous research that thestng context and the business environment maymete

the importance of various marketing assets (Hoetegl., 2005). According to Stuart et al. (1998§ tegard
paid to the "connected" actor, such as a refer@ustomer, and its endeavors is enhanced in markets
characterized by uncertainty. Further, when thecgieed risk is high, potential customers and other
stakeholders such as investors make quality judtgnéwough careful consideration of the previous
accomplishments of the organization (Stuart etl&99). Given these findings we propose that thevamce

of customer references is reinforced in market d¢mm$ characterized by uncertainty and high pewci
risk, and thus customer references are importastomer-based marketing assets for an industrigl®up
operating in these kinds of markets.
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4. Methodology

The multiple-case study (e.g., Yin, 1984; Eisenhatfl89; Eisenhardt and Graebner, 2007) was sdleste
the main research methém several reasons. First of all, given that acaid empirical research on customer
reference marketing is at a relatively early stagse study will help in identifying multiple aspeof the
phenomenon. Secondly, as the purpose of the résisata identify and analyze the underlying mecbans

of customer reference marketing, case-study metbhgggrovides the tools for in-depth consideratam
characterization of the phenomenon. Thirdly, theecanethod is especialppplicablein addressing ‘how’
and ‘why’ questions (Yin, 1984), and is thus relgvan terms of finding an answer to the third reska
questionconcerning how customer references can be leveragedarketing assets. The selected multiple
case study methodology enabled us to gain a lwpstispective on each case company’s customeeneier
practices and thus capture all of the potentiatlp and meaningful characteristics of the phenomeRour
cases are analyzed in order to highlight the diffeaspects of customer reference marketing.

4.1. The case companies

The selection of the unit of analysis is criticaltheory-building case studies (Yin, 1984; Eisedhal989).

In the present study, the selected unit of analgsesscompany. The following criteria were usedétecting
the four case companies in accordance with theddithe study to identify the practices and funcsiani
customer reference marketing: 1) industry typec@npany size, and 3) growth targefststly, all the
companies operate in industrial markets in which thonetary value of transactions is high and the
complexity of the offerings further increases bweygrerceived risk. Case companies A and B operate i
process technology, in which customer references tmng played an important role (Salminen, 20@&se
companies C and D, on the other hand, operateeinnformation technology industry, in which custame
reference marketing is an important part of thekeigmg and sales operations as companies providing
information technology solutions tend to have adeahpractices (Arnold, 2003%econdly relatively large
companies were selected in order to cover a vaoigpyactices, as small companies tend to havaitell set

of practices availableThirdly, all the case companies invest in the developnoémew products and
offerings, and have high growth targets and thgpexcific need to use references in new technologly a
market areas. Table 1 gives details of the selaxieds.

Table 1. Characteristics of the case companies

Case details Company A Company B Company C Compary
Main type of  Equipment Project business Solution provider Solution provider
business manufacturer company
Industry Filtration equipment Process technology IT solwion Telecommunicatio
ns infrastructure
Sales (1000 200 000 1200 000 1 800 000 15 000 000
EUR)
Employees 600 2500 16 000 60 000
Primary Chemical process Mining and metal Banking and Telecommunicatio
customers industry, industry insurance industry, n operators
Mining and metal Telecom and media
industry industry, Forest and

energy industry

Case company Aupplies solid/liquid separation equipment andtesl services to the mining and metals,
and the chemical process industry. It also offersomprehensive range of services, including teetnic
support, modernization and upgrading services, elsag a spare and wear parts servicase company B
provides process technologies for the mining andalmendustries worldwide. The technologies offered
cover the whole chain of processing ores into puetals, and the solutions range from single equippme
deliveries to manufacturing lines and entire tugngecess plant€ase company @roduces different kinds
of information-technology solutions to corporatioasd governmental institutions. The offerings oé th
company include consulting, developing and hossegvices for its customers' digital businessease
company Doperates globally through five business units afidrs services and solutions for the design,
deployment, maintenance and management of telecaration networks.
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4.2. Data collection and analysis

The data was primarily collected through persomdkrviews with representatives of the four case
companiesAn interview schema was used, designed to idenkiéy practices and functions of customer
reference marketing, and to capture the varioussvilayvhich the case companies deployed their cuestom
references as marketing assets. The interviews samg-structured, and involved open-ended questions
regarding the company's external and internal custareference marketing practices and functiong Th
respondents were involved in related tasks in sah@sketing, customer relationship management,icsry
business development, and corporate strategy. Timeagy data for the study consists of 38 personal
interviews in four case companid$e data obtained through the personal intervieas supplemented with
an analysis of secondary data including interndl external documents such as process descriptonsial
reports, and marketing materid@ach interview was tape-recorded, transcribed amda with the help of
NVivo software, a program designed for qualitatileda analysis.

Nvivo software was used to code the interview diatthe first phase of the analysis. The open codiag
used in order to identify the different customeference marketing practices employed in the case
companies. Information obtained from the interviesesicerning the external customer reference pexctic
was confirmed by going through the company Welssited company specific marketing materials. In the
second phase of analysis the data was analyzedawittew to forming an initial categorization of the
different underlying functions of customer referemmarketing. This categorization was further aredyn
order to explore the different aspects and mechanisf external and internal practices. As the aisly
progressed this categorization was further develpplee focus being on the ways in which the case
companies leveraged their customer references deetimg assets. In order to demonstrate the camsigt

of the findings and the reasoning through whichdhta was interpreted, the findings are reportegeétteer
with illustrative, representative quotations frdme interview respondents.

5. Findings

In the following we describe the identified praescand functions of customer reference marketipdpgted
by the case companies, and give an analysis afoteeof customer references as marketing assetsh@l
case companies deployed several external and ahtgractices. Those identified are summarized ibld2
for each case company.
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Table 2. Identified customer reference marketiragpces

Case company A Case company B Case company C €&ompany D
IDENTIFIED CUSTOMER REFERENCE MARKETING PRACTICES
External » Customer reference ¢ Customer reference ¢ Customer reference ¢ Customer reference
lists lists lists lists
» Reference visits » Reference visits » Reference visits » Reference visits
» Reference calls » Reference calls (occasionally) (occasionally)
* Press releases » Press releases » Reference calls » Reference calls
about closed deals about closed deals < Press releases about ¢ Press releases about
« Case studies + "Success stories" closed deals closed deals
(detailed on the Web site » "Top stories" and e “Customer success
descriptions of e Customer "Customer cases" on stories” on the
customer cases) interviews and the company Web company Web Site
» "Service stories" "success stories" in  site * “White label stories”
on the company the customer (case descriptions
Web site magazine without the

customer’s name)
» Customer reference

podcasts
e Success story video
testimonials
» Reference « Lessons learned - + Corporate-wide « “lconic cases” as a
Internal deliveries as a practices from internal customer schema for offering
schema for reference projects reference database development
evaluating « Internal reference  * Internal “customer + Value-based
equipment capacity  documentation success story” - argumentation teams
for new projects template communication for measuring the
» Company-wide + Reference sites asa procedures delivered customer
internal customer venue for ¢ Finding solutions for value
reference database  employee training other customer « “Case of the month”
(in the launching industries and “Customer
phase) solution of the year”
announcements

 Planned “solution of
the quarter” contest

5.1. External customer reference marketing

Leveraging customer references externally by detramitsg them to potential customers and to other
stakeholders was considered an important tooldt@ssand marketing in all the case companies. Awishn
Table 2, they deployed various although rather aunif practices in their external customer reference
marketing, ranging from reference lists and suces&mses to press releases, reference calls aitd tasthe
reference customer’s sites. Although they had dbpted rather similar practices for using customer
references, the emphasis varied.

Reference lists and reference visits were repddeldave a key role in the sales process in botegs®

technology companies (A and B). Salespeople us®mes references through different kinds of refeeen
lists accompanied with an offer, and through rafeeevisits to customers' sites. Reference ligmg®e have

the function of signaling the supplier’s track ret@and experience in a certain market or technodogg, as

demonstrated in the following statements from aeggntative of case company A:

“References are an essential part of the saleegpsags they prove that someone else has boughtuspm
which helps the sales job...We have reference listsfierent filters, and we have also been collegtiists
that serve a certain group of customers. You neethdw the potential customer a list of referericeated

in the same geographical area where the custonezat®s, or from the same application area it erasted

in, then it works. We also have shorter refererists Icovering specific applications that include th
customers’ names, the type and number of solddiki@d the filtering area. This gives us extra bagkhat

we have experience of different kinds of applicasio(Application Development Manager, case company
A)
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As the above quotation shows, using customer nefereas part of the sales process is considereuttanmp

for reducing the potential buyer’s perceived rigkdemonstrating previous installations. Refereiste seem

to provide indirect evidence about the supplier’'s eipee. The respondents reported that sometimes the
customer relationship could be leveraged as aaefer even in the early phases of its development. A
common practice in all the case companies was ttaramicate the clinching of a deal with a high-statu
customer through a press release if at all possitiies type of ‘closed deal’ reference marketindyich
occurs prior to actual delivery, may be used egigcivhen it is a question of acquiring a firsteefnce
customer in a new technology or market area. A®mesentative of case company D, a well-known
telecommunications operator, stated:

“Acquiring the first reference for a new technoldgyolves working very closely with the operatoiftéd it
starts as a pilot case, running some tests togetploring and verifying the solution. In the fiase it
involves some sort of risk sharing. We go out iblmutogether with a joint press release. Typicatly
happens at a large Mobile world conference, and iheecomes a big thing that we're in this togettigs
extremely important for us to have a prestigiougrafor partner, who makes a difference.” (Head of
Marketing Development, case company D)

The kind of activity described above sends a siginal the supplier has earned a form of certiftsatdy
successfully navigating the selection process ofekective and highly capable evaluator. In highly
competitive markets the public announcement of gomdeal may also serve to signal the supplier's
enhanced market position to investors, competitarg] other stakeholders. As part of the post-merger
restructuring process, case company D needed tsitem itself as a market player, and used custome
reference data in order to build credibility (bdtiternally and externally) and to obtain evidenge b
analyzing and signaling the large installed bagerepresentative of the company described the oble
customer reference information in his own workha following way:

“It's part of our market positioning, actually. Waay that these are the customers with whom we have
contract and on-going or conducted equipment dedise We also mention that we have 25 non-public
customer references. We work with the referenca dad try to think how we could position ourselasshe
number-one player in this business. For exampleanadyze our share of the commercial networks taae
technological areas.” (Business Development Managee company D)

Customer reference descriptions such as succesesstnd case reports were considered an important
reference marketing practice in all the case conggatiowever, companies C and D, which operatéén t

IT industry, had invested more effort in producsurh descriptions and other reference-related rtiagke
material than the process-technology companies. paayn D has success-story videos and recorded
reference podcasts available on its Web site, antpany C has a repository of over 100 written qusto
cases on its site. The respondents in this compgorted that the technological complexity of soéutions
further increased the importance of having well udnented reference cases. They considered case
descriptions the only viable way of demonstrating tomplex solutions and their actual business dtsp@a
managers and high-level decision makers withinandide the case company:

“When | go to see a customer | don't talk direalyout our offering. Instead, | tell them storiesotigh our
reference cases. | may have three slides and ar@iof our reference on each slide. | tell a storpugh the
reference case, about the business impacts thatotution has had, what we have done there, whatae
has been, what the customer was thinking, and hikanitial goal was. References are basicallyahly sales
tool that | have.” (Director, Strategic Sales, casmpany C)

As demonstrated above, customer case descriptimmgnatrumental in making abstract and complex
offerings more concrete as they provide real-litareples of implemented solutions. Thus, an impaortan
function of customer reference marketing practit@ugh reference descriptions is demonstrate and
concretize the supplier's solutioReference visits also effectively demonstrate bmsvtechnology works in

a real-life setting, especially in process techggl¢case companies A and B). Visits to customeite'ss
rather than written reference descriptions, weponted to have an important role in the technolsgles
process. Representative of the case company Aildeddhe role of reference visits in the follownvgy:

“References are a substantial part of our salesessd When we go to a customer’s reference sitg the
demonstrate the installed technology to the paikrdustomer, and show their production figures and

8
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operation costs. In this way we can show potertistomers how the technology works, how the personn
have learned to use it, and how certain malfunstican be fixed.” (Regional Director, case compaiy A

A representative of the case company B emphastzdadie of customer references as a instrumental
part of the risk analysis process in customers&tment decision making:

“Our industry is very conservative and the invesitaeand risks related to acquiring new production
equipment are high. Operational failures may haxe® financial consequences. Firms in this ingusave

to conduct thorough studies and analyses to sapisfject financiers. In this process references \amegy
important in evaluating the technological riskgtsat we can show that this same technology has &depted
somewhere else and that it works well.” Vice PrestdSales and Marketing, case company B)

In the above quotations the respondents highlight ilmportance oproviding indirect evidence of the
functionality of the technologthrough customer references and thus reducing éreeped risk of a
potential buyer and other stakeholders, such ageqirdinanciers. Reference visits were used only
occasionally in case companies C and D, and thehasmp was more on other practices such as inviting
customers to talk at industry events. Even thouglv ¥isits were made, the importance of personal
interaction between the reference customer andpttential customer was considered highly valuable.
According to the analysis, customer reference niamdsehas a crucial role not only in demonstratimgl a
concretizing the solution but al$o demonstrating its valuand the business benefits that the supplier has
been able to deliver. The importance of measutirgdelivered customer value from reference cases wa
considered high in all the case companies. Howewgaly company D (telecommunications network
equipment provider) had put in concrete effortsléwelop practices for estimating the delivered benm
their value-based argumentation teams, which tigeatify value elements through extensive desioripbf
customer cases, for example. However, measurenmeht@mmunication of the delivered customer value
were considered challenging as the benefits asndfard to measure and are realized only afteprthject
completion. Reference customers may also be reiuttisshare information about received businesefiten
due to competitive pressures.

“We have these value-based argumentation teamxuargbal is to quantify the benefits that the oostr has
received, but often, if the customer grants perimist use their name and gives a testimonial, they don’t
want to give the exact numbers. We have these Wil stories that give a more detailed picturénauit
mentioning the customer’s name. It can be quitsisga data for them, and therefore they may agreioing

a story with their name, but without the facts abthe received business value.” (Solution Portfolio
Development Manager, case company D)

As demonstrated above, customers may not wantttasaa reference because of competitive presssres a
they would not want to risk revealing informatidrat might benefit their competitors. The willingede act

as a reference depends on how well the customéreaed by frontline employees, which in turn is
determined by all the functional areas that contgbto the experience. According to the respondents
positive recognition and visibility are importanttivators for acting as a reference customer. Qt@sons

for participating in reference activities includedustry recognition, having access to high-levatigien
makers, and being given key-customer status. Nediteglits nor monetary rewards were used in motigat
customers to act as a reference in any of thea@spanies as this was against their regulations.

When the supplier has high control over the intgsadhe reference marketing also involves prastictner
than showing reference lists and communicating esgcstories, including more informal information
transfer among customers. User conferences andnsestexcellence awards are two examples, the aim
being to trigger positive word-of-mouth. A represgive of case company D described the role ofethes
practices in the following way:

“Customers say good things about us mainly thrathghevents we organize. For example, we have datapi
market base event that we organize together withpawent company, and people talk to investors and
analysts, and there are many other operators #®veell. The main goal there is that the operanshistalk
about us, say we're a nice company to work withe Benefit to the customer is the prestige and iitgit)
(Head of Marketing Development, case company D)
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The practice described above differs from the dssuocess stories and reference visits or listhan they
involve more informal information exchange that mainbe totally controlled by the supplier. It seetimst
the function of these types of practice issttcourage positive word-of-moully creating opportunities for
customers to discuss their experiences and to feamtheir peers.

In sum, the case companies deploy various praciicéseir external customer reference marketingictvh
seems to have multiple functions. It serves as ehar@sm for gaining status transfer effects, bebeting

to the findings it also serves as a tool for dertratiag and concretizing the supplier’s solutioartRermore,
customer references lend credibility as they previddirect evidence about the supplier's experience
previous performance, technological functionaliyd ability to deliver customer value. As the amaly
shows, the external customer reference practicgloyk by the case companies range from simple ehark
or industry-area-specific reference lists to reedrdideo testimonials (case company D) and orgdnize
customer events involving personal interaction leetwcustomers. Similarly, the contributions offanence
customer vary from giving permission to use the pany name and logo to more demanding actions sich a
being interviewed for a customer case, taking ezfee calls, hosting reference visits, speakingvahts
(e.g., giving a presentation at a trade show),talkihg to the press. The role thus ranges fromwatig the
company’s name and logo to be used to participatingnaterial production and media activities, and
engaging in personal interaction with customerse Shpplier's control over customer reference marget
seems to follow a continuum from high to low depagdon the reference customer’s role. The proposed
functions are not tightly connected with certairstomer reference practices, but instead tend tonagiate

as the reference customer’s role increases. (dae Ba
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Table 3. Identified practices and proposed funstiohexternal customer reference marketing

The role of The proposed function  The supplier's The reference The
customer of reference marketing  reference marketing customer's role supplier's
references as activity (external) practices (external) control

marketing assets

 Provide indirect « Reference lists Allowing company High
evidence about name and logo
experience usage

» Enhance credibility
through status-
transfer effects

Participating in

» Demonstrate and * Success stories, producing
concretize the Customer cases, Casemarketing/sales
solution studies, ROI-studies material

» Provide indirect » Sales presentation

N evidence of previous reference slides
Critical sales and performance « Audio/video
promotional tool « Demonstrate the testimonial (webcast /

value of the solution podcast)
» Recorded reference
interviews/ podcasts

« Serve as a certificate + Press releases Participating in
of passing through a « Articles in trade media activities
selection process journals :

+ Signal an enhanced « Promotional material
market position e Customer

presentations at
seminars and

conferences
* Provide indirect » Reference calls (one- T
evidence about the to-one/one-to-mz(:my) Part|C|pa|1t|ng n Low
functionality of the « On-site reference !Dnetésrgg:?on with
technology visits potential
* Generate positive * Customer events and ¢ ;stomer(s)
word-of-mouth meetings

» Social media

5.2. Internal customer reference marketing

The internal practices for leveraging customer resfees varied among the case companies and involved
many organizational functions including sales, @cbjorganization, and research and development. The
filtration equipment provider (case company A) usefirence information about previous deliveriesaas
tool when evaluating the equipment capacity reguioz a potential new customer. Many of the respornsl
mentioned that the portfolio of customer referenserwved as an important resource pool for learamg
training purposes. Reference sites are frequerdbd un case company B as venues for training new
employees. The company delivers complex large-stedbnology projects, and ‘lessons learned’ from
reference projects were considered important mdesf the successful delivery and execution of sgbent
projects. The sales function used reference doctatien occasionally for learning purposes, such as
through win-lose analyses, which aim to uncover rdsons why a specific sales case was won or lost.
Customer reference descriptions were mentioneadlagable learning material for training new salegped

all the case companies. Case studies, successsstoril other customer-reference-related materémh ¢
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work as artifacts that codify experience from teference project into a story format and serve mgans of
sharing knowledge across the organization.

Case companies A and C had recently launched amnaitdevelopment project for documenting and
gathering customer-reference-related informationj austomer cases from every business unit are now
documented in an organization-wide reference databkn case company C the documentation includes
information about the customer's problem and ne#us,reasons why the company was selected as a
supplier, technical information about the solutiand its delivery, and information about the busines
benefits the customer gained from the solution. Tbepany has also established a specific unit for
gathering information across different businessstws about the solutions it has delivered reldtedn
offering called 'digital media'. The business depatent manager of this unit described their rolehie
following way:

“Our role is to map the know-how that we have arbonr organization and package it into offeringst thur
sales organization can market. We communicatenatigrabout the delivered customer cases througtheut
organization, and this develops our sales perstnmederstanding about our internal capabilitied éime
solutions they can offer to our customers.” (BassDevelopment Manager, case company C)

Developing an understanding of customer needs raedial competences by analyzing reference cases wa
mentioned as being a part of the transformatiorcese from a product orientation towards a solution
orientation in case company D. The solution-mangtinit has a systematic process for evaluatingy eac
customer case in terms of its external and intergference value. A representative of the soluportfolio
management team described the process in the foljomay:

“We have an operations model for looking at custooases internally. We analyze the nature of tlse csee

if it is conventional or iconic, and whether itféifentiates us externally from our competitors. e look at
the internal factor, does it contain informatiomttlis important for learning purposes in terms austomer
engagement, ways of working with the customer, rotérms of the solution characteristics?“ (Solution
Portfolio Development Manager, case company D)

“Using reference cases is not only for marketing aales. In solution selling it has a connectmR&D and
how well they can use reference information. If tustomer challenge is well documented in our exfee
cases it can help our offering-development peopldisten to customer needs more carefully and farm
clearer picture of the market situation.” (Headsofution Portfolio Management, case company D)

As demonstrated above, apart from its use as aeatiagkand sales tool, an important reason for geufpe
reference-related information is to build a reseupool of customer data that facilitates marketsisgn
through the analysis and identification of changingtomer needs. On the other hand, case comparsird

D also strive to use the collected data for crgainmore comprehensive and clearer picture of e

internal competences. Customer references areaalstuable, although as yet not fully exploitedsogrce
for building credible value propositions. As a netikg manager in case company C stated:

“When we make value propositions to our customeiws$ promise, for example, that their customer-servic
costs will be lower after implementing our solutioour evaluation of the cost reduction is based on
calculations from our reference cases. We have unedsanalyzed, and calculated the business impéactsr
solution from reference cases on existing customdndortunately, we don't have the resources todoon
these analyses systematically enough.” (Marketimgnag@er, case company C)

Besides contributing to organizational learning amutking as an offering-development schema, theriat
use of customer references seems to have a rsl@ping attitudes and the organizational culturdekvery
project typically involves many technical personwélo are not in direct interaction with the custon¥he
representatives of case companies C and D reptrsgdsuccess stories about recent customer delsveri
were important in motivating and bringing the comya technical personnel closer to the customépjrige
them to understand the case to which their workdwmendributed. It is also possible to give recogmitio and
motivate employees through the internal commurocatf success stories and “solution of the month”
announcements:

“References are important for motivating the pemebnWe talk internally about the cases we havekeabr
with in some business unit, and about the new ththgt we tried. This motivates our people and shithvem
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that we can do great stuff. Then there’s also ¢laenling function. We tell them how a specific coso case
was carried out and what we learned from it.” (l&gount Manager, case company C)

In sum, the studied companies leverage customerergies internally in various ways, and internatamer
reference marketing tends to occur in many fornmesacdifferent organizational functions as a fragieeé
and partly unconscious phenomenon rather than @larmed process. The findings suggest that interna
customer reference marketing contributes to orgdioizal learning and can be deployed as an insttifoe
personnel training and motivation building. It calso help in enhancing understanding of customedsie
internal competencies and value delivery through t¢areful documentation and analysis of customer
references. Table 4 depicts the identified prastiaed proposed functions of internal customer eefes
marketing.

Table 4. The identified practices and proposedtfans of internal customer reference marketing

The role of customer The function of reference-marketing The supplier's reference-marketing
references as marketing activity (internal) practices (internal)

assets

Template for » Enhance organizational experiential « Best-practice and lessons-learned
organizational learning learning and reduce redundancy exercises

Knowledge base for » Enhance understanding of customer < Systematic analysis of a well-
customer-need and needs and internal competences documented portfolio of customer
market sensing, and for references

understanding internal

competences

Basis for building « Develop credible value propositions + Measuring delivered customer value
credible value from reference cases

propositions

Schema for offering « Help in offering development « Selecting and documenting “iconic
and new-product cases”

development

Source of internal « Motivate personnel « Internal success stories and “solution
motivation of the month” types of announcements

Schema for training
and educating
personnel

» Educate and train personnel * Internal reference case descriptions and
"reference black books"

5.3. The roles of customer references as marketiragsets

The findings of our study show that customer refeee marketing is not merely a tool for, or the
responsibility of, marketing and sales. It is a ptewr cross-departmental set of organizational mees and
routines designed to leverage existing and previmustomer relationships as marketing assets through
various practicescrom our observations of the four case companiesoumtd distinguish different ways of
leveraging customer reference marketing as an.dssetrnally, customer references work as a critical sales
and promotional tool through various functions tligferent external practices fulfill in winning we
customers and building the supplier's market crétlib Internally, customer references can act as a
marketing asset by providing a template for orgatignal learning, a knowledge base for customed 2l
market sensing and understanding of internal coemgéts, a basis for building credible value projmss, a
schema for offering and new product developmersipuwrce for internal motivation, and a tool for tiag

and educating personndh the following, we will discuss these identifiagrious roles of customer
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references as marketing assets in the light ottistomer-based view of strategy and firm growtm(Bse,
1969; Zander and Zander, 2005) and previous rdsearcerning customer references.

Leveraging customer referencesaasales and promotional toblas been widely acknowledged in previous
research (e.g. Helm, 2000; Salminen and MdllleQ&0Gomez-Arias and Montermoso, 2007). Our study
extends the previous research by suggesting thdutictions through which customer references vesrla
sales and promotional tool are various and nottdichito the “referral effect” of customer references
emphasized in previous research (e.g. Webster,; 18@0ey et al., 1998; Ryals, 2002). The combinatbn
the suggested functions including status trandfects, solution concretization, and indirect evide that
customer references provide about supplier's egpee, previous performance, technological functigna
and delivered customer value propose that the iymggrmechanisms of customer reference marketieg ar
highly complex and multifaceted. For instance,hkie a supplier receives from signaling a rececithged
deal with a prestigious customer, such as throughsreleases, is similar to the benefits thaairetypes of
organizations may receive from the endorsemenicehsing agencies (Baum and Oliver, 1991) and from
winning certification contests (Rao, 1994).

Leveraging customer references astemplate for organizational learnings related to the notion of
"economies of repetition" (Davies and Brady, 200@)jch firms can achieve by transferring routinesl a
lessons learned from individual projects into acfadrganizational tools and a repertoire of swrand thus
conduct the subsequent bids and projects moreegftig and effectively. In line with our finding®avies
and Brady (2000) found in their study on developorganizational capabilities and learning in firms
delivering complex product systems that the firrexdtto capture the knowledge and experience gdioaa
sales bids and projects and to transfer the ledeansed for re-use in subsequent projects.

Leveraging customer references aaknowledge base for customer-need and marketrgesspports the
customer-based view of strategy and firm growthn@i&a and Zander, 2005) and could be compared with
Penrose’s (1959) notion of an ‘inside track’, whigfers to the access to information about emerging
customer needs that companies can gain through éksiting customer relationships, and which cdogd
used to develop new products and offerings. Asocost reference marketing requires careful docuntienta

of customer cases and intense interaction withdwestomer relationships it could help in gainingdapth
insights into the circumstances and particular aegfdcustomers and thus facilitate the pursuitrofreside
track. The inside-track and the customer-based wfestrategy and firm growth postulate that insadeess to
information about emerging needs of establishedoousrs provides an important basis for sustainable
competitive advantage (Penrose, 1959; Zander andeza2005). Our findings contribute to this view b
suggesting that the existing customer relationstogsther with the set of delivered customer sohgiform

an important basis for an industrial supplier foiderstanding the emerging customer needs, butfafso
understanding internal competencies and valueegliabilities.

Leveraging customer references as a ashema for offering developmemiuld also be seen as a pursuit of
an ‘inside track’. Moreover, this finding can bdated to the notion of “economies of recombination”
(Grabher, 2004), which result from novel combinasi@f familiar elements and by-products from prasio
projects through the reuse of knowledge modulem fearlier projects (Grabher, 2004). As our findings
demonstrate, customer references may be leveragadelvelop offerings and enhance value co-creatitim w
customers through the careful documentation of ipumsvcases and delivered benefits. A key part & th
process is to capture and use effectively the iagisiiverse elements of customer knowledge witlhia t
organization, re-organizing knowledge-managemestiesys around customers rather than products (Rayne
al., 2008).

Leveraging customer referencesadsasis for building credible value propositioreflects the importance of
understanding and measuring the components ofroastealue (e.g. Walters, 1999; Anderson et al. 6200
Kothari and Lackner, 2006). The existing pool oktaumer reference offers a basis for identifyingueal
drivers through careful documentation and measuneofehe delivered value from previous customesesa
According to Walters (1999), value-based competitadvantage can be established by identifying and
measuring value drivers (Walters, 1999). Successinipanies develop a deep understanding of hovevalu
gets delivered and quantify the value they provaéheir customers (Walters, 1999; Kothari and lreck
2006). Leveraging the customer reference portfiolidocument and quantify the value received byresiee
customers could be seen as “outside-in” thinkinigichv keeps the customer in focus in developingarust-
aligned value propositions.

14



Abstract preview

Leveraging customer references internallyaasource of internal motivatioand asa schema for training
and educating personngtlates to the role of stories, which have beemdao be effective tools for sharing
knowledge, transmitting values and forming a “odile identity” throughout the organization (e.gidBler

and Zien, 1996; Denning, 2004). Internally commatgd customer cases and success stories are lyasical
narratives that link a set of events related tpecHic customer solution in some kind of causaussce.
They involve an experience about a certain custaase from the past in which only some individwedse
involved, and create a living “collective memoryf’the lessons learned, even for newcomers (Buckier
Zien, 1996). Communicating internally about sucfidssustomer cases brings recent successes into the
present for all members of the enterprise, whiclpshéhe personnel to experience their role as kethe
successful customer case and may thus inspire ahigation.

As our findings demonstrate, customer referencemaketing assets are strongly interlinked witheoth
resources. External use of customer referencegilootets to building reputation, market credibiliyd
firm's customer equity. Internal use of customefemences contributes to organizational learning and
personnel's know-how, and an analysis of the eaxstpool of customer references develops the
understanding of internal competencies. Custom&arerces thus incorporate the qualities needed for
creating competitive advantage as they take timgetelop, involve complex interrelationships wittiner
resources, and cannot be easily transferred to othjanizations. We contend that it is absoluteityoal for
industrial suppliers not to overlook the marketagget that resides in a firm's customer refererides.on-
going trends in global business, such as the iserkaole of intangible elements in industrial sigpl
offerings and the increased tendency towards vaduereation with customerseem to further increase the
importance of customer references as marketingsadser instance, evaluating the expected valuth®f
supplier's solution in advance is much more diffiethen the value is produced within the relatiopsh
cooperation with the customer (Méller, 2006), amiiydhe existing reference base of similar solwtiomay
provide some estimates of the potential value.

6. Conclusions

The purpose of this study was to identify and arlyhe various practices and functions of customer
reference marketing, and to analyze the ways inchvl@n industrial firm’s customer references can be
deployed as marketing assets. We defined custagfenences as intangible customer-based marketsejsas
consisting of customer relationships and relatdderareation activities that the firm leverageseexlly or
internally in its marketing activities. On the lmsif previous research and the literature on miggetssets
and capabilities, we proposed that customer reteerare important marketing assets for an indlistria
supplier operating in business markets charactéfizehigh perceived risk faced by the potentialdsuyDur
findings from the four cases show that customeeresfce marketing is a cross-functional phenomenon
encompassing several practices and related fusctath the purpose to leverage customer references
externally and internally. In accordance with owonpérical findings we suggested different roles thylo
which customer references could be deployed asatiagkassets.

Our first research questioraimed to uncover the practices that companies imiseustomer reference
marketing. The analysis of the four case compadistified a repertoire of practices (Table 2) tthet case
companies employ in external and internal customierence marketing. The variety of identified onsér
reference marketing practices may be partly expthilby the opportunities that modern information
technology provides in managing customer referathai and producing and communicating reference-
related marketing material. Owwecond research questicimed to uncover the functions of customer
reference marketing. Our findings suggest thatstrial suppliers use external customer referena&etiag
practices (1) to gain status-transfer effects freputable customers, (2) to signal passing a seteptocess
and an enhanced market position, (3) to concredizé demonstrate their solution, and (4) to provide
evidence of their experience and previous perfommathe technological functionality of the soluti@nd

the delivered customer value. Moreover, industsiappliers use internal customer reference marketing
practices to (1) facilitate organizational learnir{g@) to develop their understanding of customeedse
internal competencies and delivered customer vgB)ep advance offering development, and (4) tdivate
personnel through internally shared success stories

Our third research questioaimed to identify the ways through which customeferences can be leveraged
as marketing assets. Findings from the four casgaaies suggest that customer references can éadmd
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as (1) a sales and promotional tool, (2) a templateorganizational learning, (3) a knowledge bé&se
customer need and market sensing and understaodiimgternal competencies, (4) a basis for building
credible value propositions, (5) a schema for affpand new product development, (6) a sourcerfarinal
motivation, and as (7) a tool for training and eatugy personnel

Previous studies have shown that customer refesenoe essential in new market entry with current
products, and play a key role in marketing newopirative products (Salminen and Mdller, 2006). Gaguits
provide empirical evidence that customer referenaeketing takes various forms and serves many ifumst

for companies operating in business-to-businesketmr We argue that customer reference marketing is
critical for an industrial supplier offering compglesolutions not only because it serves as a meéns o
increasing market credibility and reducing the pog# buyer’'s risk through several functions, bilgoa
because it incorporates several internal functibas contribute to organizational experiential téag and
efficiency.

The identified functions of customer reference redirlg are partly overlapping. However, their ariabit
classification and identification increase our ustinding of the reasons why industrial firms a@cpicing

it, although their importance and relevance may vardifferent organizational contexts. For examhe
status-transfer effect gained from having reputafistomers is presumably higher for small and newly
established firms than for large firms with a wedkablished reputation. However, the contextuactsfthat
determine the relevance of the different functiohgustomer reference marketing are beyond theesobp
this study.

7. Theoretical implications

The results of the study contribute to the emergiegry of customer references (Helm, 2000; Salmared
Mdller, 2006) in identifying the different practEend functions of customer reference marketingthod
enhancing understanding of the underlying mechanisehind this increasingly relevant industrial nesirkg
phenomenon. The findings also contribute to theues-based view of the firm, and particularly be t
literature on marketing assets (Srivastava etl8B8; Hooley et al., 1998; Hooley et al, 2005; Zsmand
Zander, 2005), in shedding light on the ways inchtustomer references can be leveraged exterauadly
internally as customer-based marketing assetsdaostnial markets. In terms of theory developmerg, w
propose that the identified various functions tbastomer references serve may provide at leaskapart
explanation to the importance of customer-baseétasss determinants of firm performance. Thus, the
multiple effects of a strong portfolio of customesferences on an industrial company’s growth and
performance should be further addressed in researclistomer-based assets.

8. Managerial implications

Customer references are marketing assets thatecaritizal in winning future business and develgpihe
efficiency of company's activities. Companies stdblerefore treat their portfolio of previous delies and
customer relationships not just as a source ofm@webut also as a valuable marketing asset thmabea
leveraged in order to achieve organizational edficy and organic growth. Marketing practitionera take
the identified repertoire of external and intermahctices as a template when planning their custome
reference marketing efforts. Given the multiplediions that customer reference marketing fulfitisnust be
carefully aligned with the company’'s strategy andwgh objectives. The external customer reference
marketing efforts need to be planned together s4iles organization in order to build market crditjband
support sales in the targeted growth areas. Thenialt customer reference marketing efforts neeteto
aligned with corporate-level values to transfer Wanted message and planned together with reseacth
development to support the selected focus areaffdaring development.

9. Limitations and further research

As our study is limited to an explorative investiga in four case companies in the process andrimtion
technology industries, the findings cannot be galiesd to other contexts. More academic researobesled

in order to enhance understanding of the multilsdtetole of this increasingly relevant marketing
phenomenon and its functions. Further studies aeded in order to paint a more detailed picture of
customer reference marketing practices and furgiioother industrial contexts.
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